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summary:  This  Notice  promulgates  the 
funding  allocation  system  for 
distributing  Section  312  rehabilitation 
loan  funds  from  the  national  level  to 
Area  Offices  and  also  from  Area  Offices 
to  localities  for  Fiscal  Year  1981. 

For  Fiscal  Year  1981,  Section  312 
funds  will  be  assigned  to  Area  Offices  in 
the  following  two  main  categories: 

1.  General  Use  Funds — ^These  funds 
are  for  the  rehabilitation  of  single¬ 
family,  urban  homesteading  (single¬ 
family),  and  nonresidential  properties 
and  for  mixed-use  properties  having 
from  one  to  four  dwelling  units.  General 
Use  funds  can  be  used  in  any  area 
eligible  for  Section  312  loans,  including 
HUD-approved  Section  810  Urban 
Homesteading  areas. 

2.  Multifamily — These  funds  are  for 
the  repair  of  residential  properties 
having  Hve  or  more  dwelling  units  and 
for  mixed-use  properties  having  five  or 
more  dwelling  units.  These  funds  are  to 
be  used  in  areas  eligible  for  Section  312 
loans  that  are  also  low-moderate  income 
areas  as  dehned  in  24  CFR 
570.302(d)(2)(i)  and/or  for  projects  in 
which  a  majority  of  the  tenants  will  be 
low-  and  moderate-income  persons 
(having  an  income  at  or  below  95 
percent  of  the  median  income  for  the 
area,  adjusted  for  family  size). 

FOR  FURTHER  INFORMATION  CONTACT: 
Craig  S.  Nickerson,  Director, 
Rehabilitation  Management  Division, 
HUD/Community  Planning  and 
Development,  451  Seventh  Street  SW, 
Washington,  D.C.  20410,  Telephone: 

(202)  755-5970.  (This  is  not  a  toll-free 
number.) 

SUPPLEMENTARY  INFORMATION; 
Background 

A  national  system  for  allocating 
Section  312  funds  is  used  (1)  to  facilitate 
an  equitable  distribution  of  funds;  (2)  to 
provide  a  reasonable  degree  of  certainty 
of  funding  levels  in  order  to  enable 
localities  to  more  realistically  plan  and 
staff  for  rehabilitation;  and  (3)  to 
.provide  incentives  for  efficient  local 
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Section  312  operations  to  meet  national 
program  goals. 

A  funding  allocation  system  was  first 
used  in  fiscal  year  1979  and  again  in 
fiscal  year  1980  to  target  Section  312 
funds  on  the  basis  of  community 
development  and  housing  need,  local 
priority  for  rehabilitation  and  capacity 
to  use  Section  312. 

In  fiscal  year  1979  and  fiscal  year  1980 
Section  312  funds  were  allocated  in 
three  categories:  (1)  General  Use,  (2) 
Multifamily,  and  (3)  Urban 
Homesteading.  General  Use  funds  were 
provided  for  the  rehabilitation  of  single¬ 
family  properties,  mixed-use  properties 
having  from  one  to  four  dwelling  units 
after  rehabilitation  and  nonresidential 
properties. 

Multifamily  loan  funds  were  provided 
for  the  rehabilitation  of  residential  or 
mixed-use  properties  having  five  or 
more  dwelling  units  after  rehabilitation. 

Section  312  funds  allocated  for 
support  of  Section  810  Urban 
Homesteading  Programs  were  provided 
for  the  rehabilitation  of  properties 
transferred  under  Section  810  for 
homesteading  or  for  the  repair  of  other 
single-family  and/or  nonresidential 
properties  in  the  HUD  approved 
homesteading  area. 

A.  General  Use  Funds 

In  fiscal  years  1979  and  1980,  Section 
312  General  Use  funds  were  allocated  to 
Area  Offices  and  in  turn  from  Area 
Offices  to  localities  by  a  formula  with 
three  equally  weighted  factors  as 
follows: 

1.  Community  Development  and 
housing  need  as  measured  by  the 
Community  Development  Block  Grant 
(CDBG)  formula  for  the  most  recent 
year. 

2.  Local  priority  for  rehabilitation 
measured  by  the  jurisdiction's  share  of 
CDBG  funds  allocated  for  housing 
rehabilitation,  as  indicated  by  the  CDBG 
rehabilitation  loan  and  grant  budget 
item  for  the  two  most  recent  fiscal  years. 

3.  Capacity  to  rehabilitate  housing 
with  Section  312  funds  as  measured  by 
the  amount  of  Section  312  General  Use 
funds  obligated  in  the  two  most  recent 
fiscal  years. 

Generally,  Area  Offices  were  required 
to  allocate  at  least  75  percent  of  their 
General  Use  funds  to  particular 
communities.  For  the  most  part,  this 
meant  that  many  localities  received  a 
“target”  or  specific  set-aside  of  Section 
312  funds  for  General  Use.  Area  Offices 
selected  localities  that  they  believed 
should  receive  a  “target"  allocation  of 
funds  during  the  fiscal  year.  The 
“target”  is  the  amount  that  a  locality 
could  reasonably  expect  to  receive 
during  the  course  of  the  year  provided 
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that  the  locality  met  quarterly  goals  of 
Section  312  fund  use.  Each  locality 
receiving  a  formal  “target”  was  also 
informed  of  a  “ceiling,”  which  was  the 
maximum  amount  of  Section  312 
General  Use  funds  that  the  locality 
could  receive  during  the  year.  The 
ceiling  was  from  110  to  130  percent  of 
the  target  amount.  In  FY  19M  if  a  CDBG 
entitlement  locality’s  share  based  on 
this  three-part  formula  was  at  least 
$120,000,  then  that  locality  was  entitled 
to  a  target  amount  of  Section  312  funds. 

The  formula  described  above  gave 
each  locality  a  base  amount  of  funding 
for  the  year.  In  addition,  in  allocating 
funds  for  FY  1980,  adjustments  were 
made  in  individual  locality  allocations 
based  on  performance  in  such  areas  as 
reducing  delinquencies,  adhering  to  the 
program  objective  of  giving  priority  for 
loans  to  low-  and  moderate-income 
persons,  and  implementing  an  efficient 
local  rehabilitation  management 
operation.  Allocations  were  also 
adjusted  based  on  whether  the  locality 
qualified  as  distressed  under  the  Urban 
Development  Action  Grant  (UDAG) 
criteria. 

CDBG  entitlement  localities  that 
would  have  received  less  than  the 
minimiun  amount  of  $120,000  could  not 
receive  a  target  amount  of  Section  312 
funds  but  could  participate  in  the 
remaining  25  percent  of  the  Area 
Office’s  allocation.  The  remaining  25 
percent  is  referred  to  as  the 
discretionary  amount.  Any  locality  that 
did  not  receive  a  target  amount  of  funds 
could  participate  on  a  first-come,  first- 
served  basis  from  the  discretionary 
amount.  However,  for  ease  of  fund 
management  and  to  provide  indications 
of  funds  available  to  non-targeted 
localities,  some  Area  Offices  targeted 
their  discretionary  funds  by  providing 
informal  allocations  to  those  localities. 

B.  Section  312  Funds  for  Urban 
Homesteading 

For  the  last  two  years  a  separate 
allocation  of  Section  312  single-family 
funds  was  provided  for  Section  810 
Urban  Homesteading  Programs. 
Allocations  to  Area  Offices  were  based 
on  the  number  of  existing  programs 
within  their  jurisdictions  and  on  the 
anticipated  need  of  new  cities  expected 
to  participate  in  the  homesteading 
program. 

C.  Multifamily  Loan  Funds 

In  FY  1980,  the  allocations  of 
multifamily  loan  funds  from  the  HUD 
Central  Office  to  Area  Offices  were 
made  on  the  basis  of  the  same  three  part 
formula  used  for  allocating  General  Use 
funds.  Hower,  Area  Offices  did  not 


Federal  Register  /  Vol.  45,  No.  229  /  Tuesday,  November  25,  1980  /  Notices 


78503 


formally  target  funds  to  localities  and 
thus  adjustment  factors  were  not  used. 

FY  1981  Funding  Allocation  System 
A.  General  Use  Funds 
Allocations  to  Area  Offices 

During  FY  1981  the  procedures  used  to 
allocate  funds  for  General  Use  will  be 
essentially  the  same  as  in  FY  1979  and 
FY  1980.  However,  in  FY  1981  in 
conjunction  with  the  Department's 
policy  to  provide  assistance  where  it  is 
most  needed,  more  emphasis  will  be 
placed  on  providing  funds  to  distressed 
localities.  Therefore,  HUD  has  revised 
the  first  factor  of  the  formula  for 
allocating  Section  312  funds  to  reflect 
economic  and  physical  distress  more 
directly.  While  the  first  factor  of  the 
formula  which  measures  need  is  still 
based  on  the  CDBG  allocation,  instead 
of  using  the  overall  CDBG  allocation 
which  was  used  for  the  last  two  years, 
for  FY  1981  only  the  second  CDBG 
formula  (Formula  B)  will  be  used.  The 
Formula  B  allocation  is  based  on  the  age 
of  housing  (50  percent  weight],  poverty 
(30  percent  weight),  and  population 
growth  lag  (20  percent  weight)  (See 
Section  106(b](l)(B]  and  (b)(2)(B)  of  the 
Housing  and  Community  Development 
Act  of  1974,  as  amended). 

The  other  two  factors,  representing 
priority  for  rehabilitation  and  capacity 
to  use  Section  312  funds,  remain  the 
same  as  for  the  two  prior  fiscal  years 
with  a  slight  modification  in  the 
capacity  factor  as  described  below. 

In  summary,  the  allocation  of  General 
Use  funds  to  Area  Offices  for  FY  1981  is 
based  on  the  following  equally  weighted 
factors: 

1.  The  total  FY  1980  CDBG  Formula  B 
amount  for  metro  cities,  urban  counties 
and  small  cities'  balances  in  an  Area 
Office  jurisdiction  as  a  percentage  of  the 
total  CDBG  Formula  B  amount  for  all 
Area  Offices  in  the  nation. 

2.  Local  priority  for  rehabilitation  as 
measured  by  the  Area  Office 
jurisdiction’s  percentage  of  the  national 
total  of  CDBG  funds  allocated  for 
rehabilitation  of  private  properties,  as 
indicated  in  the  CDBG  rehabilitation 
loan  and  grant  budget  item  for  the  two 
most  recent  Hscal  years. 

3.  Capacity  to  rehabilitate  housing 
with  Section  312  funds  as  measured  by 
the  Area  Office’s  percentage  of  the  total 
national  amount  of  the  Section  312  funds 
obligated  for  General  Use  and  Urban 
Homesteading  in  both  FY  1979  and  FY 
19M. 

,  The  Central  Office  reserves  the  right 
to  make  adjustments  in  Area  Office 
allocations  based  on  the  performance  of 
Area  Offices  in  meeting  program  priority 


objectives,  including  findings  made  in 
monitoring  reviews. 

Allocation  of  Funds  by  Area  Offices  to 
Localities 

Area  Offices  shall  use  the  same  three- 
part  formula — based  on  housing  and 
community  development  need,  priority 
for  rehabilitation  and  capacity  to  use 
Section  312 — for  allocating  Section  312 
funds  to  localities. 

As  in  FY  1979  and  FY  1980,  the 
majority  of  General  use  funds  shall  be 
assigned  through  a  system  of  targets  and 
ceilings.  Each  Area  Office  shall  assign 
at  least  75  percent  of  its  General  Use 
funds  to  entitlement  and  small  city 
comprehensive  grantee  localities  that 
receive  target  allocations,  unless  the 
Area  Office  receives  specific  permission 
from  Headquarters  to  assign  a  lower 
proportion. 

To  give  priority  for  funding  to 
distressed  localities,  each  Area  Office  is 
directed  to  establish  a  goal  that  at  least 
75  percent  of  the  Section  312  General 
Use  funds  obligated  during  FY  1981  in 
each  Area  Office  will  be  obligated  in 
distressed  localities.  Distressed 
localities  are  those  which  qualify  as 
distressed  under  the  Urban 
Development  Action  Grant  Program 
(UDAG),  pursuant  to  24  CFR  Part  570, 
Subpart  C.  The  goal  for  each  office  will 
be  75  percent  of  General  Use  funds 
available  (including  those  for  urban 
homesteading  properties)  unless  a  lower 
goal  is  specifically  approved  by  the 
Central  Office  because  of  a  low 
incidence  of  distressed  localities  in  the 
Area  Office’s  jurisdiction.  Area  Office 
performance  in  meeting  the  goal  will  be 
monitored  by  the  Central  Office. 

In  developing  the  “target”  figures  for 
localities,  very  low  targets  are 
discouraged.  Area  Offices  have 
flexibility  to  respond  to  the  needs  of 
small  users  through  the  discretionary 
fund.  We  have,  therefore,  established  a 
minimum  target  of  $120,000,  for  both 
entitlement  cities  and  for  small  cities 
with  comprehensive  programs.  Area 
Offices  may  want  to  use  an  even  higher 
minimum  figure  based  upon  their 
assessment  of  local  conditions. 

It  should  be  emphasized  that  targets 
and  ceilings  are  not  legally  binding 
commitments  of  Section  312  funds  from 
HUD  to  localities,  nor  are  they  HUD 
reservations  of  Section  312  funds.  Target 
amounts  may  be  reduced  during  the 
fiscal  year  if  localities  are  not  meeting 
quarterly  fund  use  goals  or  if  less  money 
is  appropriated  than  originally 
anticipated.  However,  ceiling  amounts 
established  at  the  beginning  of  the  year 
will  not  be  changed  and  localities  will 
not  be  permitted  to  exceed  ceilings. 


Area  Offices  may  establish  informal 
targets  for  cities  receiving  allocations 
out  of  the  Area  Office  discretionary 
fund.  Such  informal  targets  will  be 
managed  by  Area  Offices  and  need  not 
conform  strictly  to  the  target/ceiling 
system  established.  ^ 

Should  the  combination  of  minimum 
targets  of  $120,000  for  entitlement  cities 
and  small  cities  receiving 
comprehensive  grants  and  the 
requirement  that  at  least  75  percent  of 
funds  be  allocated  by  targets  result  in  an 
unfair  allocation  of  too  much  funding  to 
only  a  few  cities.  Area  Offices  may 
request  permission  from  the  Central 
Office  to  use  a  higher  percentage  for  the 
discretionary  fund  than  the  25  percent 
maximum  set  in  this  Notice. 

In  each  Area  Office  in  FY  1981,  targets 
and  ceilings  shall  be  established  for  two 
classifications  of  localities.  First  an 
amount  will  be  established  for  selected 
CDBG  entitlement  cities.  Second,  there 
will  be  an  amoimt  established  for 
selected  small  city  comprehensive 
programs.  Area  Offices  should  attempt 
to  provide  as  many  localities  as  is 
reasonable  with  targets  (without  setting 
them  below  the  aforementioned  $120,000 
level). 

All  other  localities  will  receive 
Section  312  funds  from  the  discretionary 
fund.  Because  of  the  high  administrative 
costs  associated  with  the  program  and 
the  limited  funds  available.  Area 
Offices,  as  a  rule,  should  not  make 
Section  312  funds  available  to. 
communities  which  will  have  fewer  than 
five  Section  312  loans  approved  during 
the  year  or  which  will  obligate  less  than 
$50,000  in  Section  312  funds  during  the 
year. 

Since  there  will  not  be  a  separate 
allocation  of  Section  312  funds  to  Area 
Offices  for  support  of  Section  810  Urban 
Homesteading  Programs  as  there  was  in 
FY  1979  and  FY  1980,  before  dividing 
General  Use  allocations  among 
entitlement  cities,  small  city 
comprehensive  grantees  and 
discretionary  cities.  Area  Offices 
should,  in  consultation  with  the  Central 
Office,  set  aside  a  reasonable  amount  of 
funds  for  support  of  Urban 
Homesteading  Programs,  in  the 
following  manner. 

After  calculations  are  made  to 
determine  amounts  of  funding  for  target 
localities,  Area  Offices  should  then  add 
funds  from  the  Urban  Homesteading  set- 
aside  to  increase  amounts  for  targeted 
localities  if  they  have  a  Section  810 
Urban  Homesteading  Program.  Although 
the  locality’s  projected  timetable  for  and 
its  past  performance  in  utilizing  Section 
312  loans  for  homesteading  properties 
should  be  considered,  there  is  no 
specific  formula  for  allocating  Section 
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312  funds  for  an  Urban  Homesteading 
Program,  and  the  supplement  for 
homesteading  is  left  to  the  judgment  of 
the  Area  Office  staff.  In  addition,  there 
is  no  formal  requirement  that  localities 
must  use  the  supplemental  allocation  in 
^rban  Homesteading  areas.  However, 
localities  with  HUD-approved  Urban 
Homesteading  Programs  must  assure 
that  adequate  rehabilitation  funds 
(whether  from  Section  312  or  other 
sources]  will  be  available  to  support  the 
homesteading  program.  Failure  to  carry 
out  an  effective  homesteading  program 
in  one  year  would  generally  result  in  no 
additional  funds  being  provided  to  a  city 
in  future  years  for  homesteading. 

The  target  amount  for  any  city  with  an 
Urban  Homesteading  Program  will 
include  the  additional  amount  for 
homesteading.  As  stated  previously  in 
this  Notice,  the  General  Use  funds 
provided  to  a  locality  can  be  used  for 
the  rehabilitation  of  single-family 
properties  (including  urban 
homesteading  properties)  and  for 
nonresidential  properties  and  mixed-use 
properties  having  from  one  to  four 
residential  units,  provided  that  such 
properties  are  in  areas  eligible  for 
Section  312  loans.  Loans  for  the 
rehabilitation  of  all  these  types  of 
properties  will  count  against  a  city’s 
target  and  ceiling  amounts  of  General 
Use  funds. 

Step-by-Step  Procedures 

After  receiving  its  FY  1981  General 
Use  allocation,  each  Area  Office  shall: 

1.  Determine  in  consultation  with  the 
Central  Office  the  amount  of  the 
allocation  to  be  set-aside  for  support  of 
Urban  Homesteading  Programs  if  there 
are  homesteading  programs  in  the  Area 
Office  jurisdiction. 

In  determining  a  reasonable  set-aside. 
Area  Offices  should  consider  the 
number  of  localities  with  existing  HUD- 
approved  Section  810  Urban 
Homesteading  Programs,  the  amount  of 
Section  312  funds  obligated  by  those 
localities  for  urban  homesteading  loans 
in  FY  1980,  and  those  localities’ 
projected  timetd’oles  for  making  Section 
312  loans  in  their  urban  homesteading 
applications.  Funding  for  localities  with 
new  homesteading  programs  will  be 
provided  by  the  Central  Office  as 
needed  subject  to  fund  availability. 

2.  Determine  the  proportion  of  funds 
to  be  allocated  to  (a)  targets  for 
entitlement  localities,  (b)  targets  for 
localities  with  small  city  comprehensive 
grant  programs,  and  (c)  the  discretionary 
fund  for  non-targeted  localities. 

No  more  than  25  percent  may  be  left 
in  the  discretionary  fund  without 
Central  Office  approval. 


3.  For  CDBG  entitlement  localities, 
each  Area  Office  is  to  calculate  the 
formula  share  for  each  city  based  on  the 
three-part  formula  described  below. 

In  order  to  determine  the  proper 
allocation  of  funds  for  each  locality  in 
accordance  with  the  goals  of  this  Notice 
(including  the  $120,000  minimum  target 
amount,  the  urban  homesteading  set- 
aside  and  the  75  percent  goal  for 
distressed  communities].  Area  Offices 
should  work  the  formula  with  several 
different  amounts  of  funds  available  for 
each  of  the  three  categories  and  varying 
selections  of  localities  to  receive  target 
allocations.  The  formula  share  for  each 
of  the  selected  localities  will  be  based 
on  the  following  three-part  formula: 

a.  Using  the  printout  of  the 
Entitlement  Master  List  for  FY  1980  (to 
be  provided  to  each  Area  Office  by  the 
Central  Office],  each  Area  Office  shall 
determine  the  FY  1980  amount  of  CDBG 
Formula  B  funds  for  each  selected 
locality.  By  adding  the  total  Formula  B 
amounts  for  all  the  selected  localities, 
and,  using  that  amount  as  100  percent, 
the  Area  Office  shall  determine  each 
locality’s  percentage  share  of  the  total. 

b.  Using  the  printout  of  the  CDBG 
Program  Units  of  Government  with 
Rehabilitation  of  Private  Properties  for 
FY  1978  and  FY  1979  (to  be  provided 
separately  by  the  Central  Office],  each 
Area  Office  shall  follow  a  similar 
process  to  determine  each  locality’s 
percentage  share  of  CDBG  funds 
programmed  for  rehabilitation  (using  the 
amounts  for  rehabilitation  of  private 
properties  for  FY  1978  and  1979  budget 
combined]. 

c.  Using  the  amount  of  Section  312 
funds  obligated  for  General  Use  and 
Urban  Homesteading  (single-family 
program]  by  the  community  in  FY  1979 
and  FY  1980,  calculate  the  percentage 
share  of  funds  used  in  FY  1979  and  FY 
1980  for  each  selected  locality  as  a 
percent  of  all  selected  localities. 

The  three  percentages  for  each 
selected  locality  should  then  be 
averaged  to  determine  the  locality’s 
percentage  share  of  the  amount  of  funds 
allocated  for  entitlement  cities.  The 
formula  share  in  dollars  should  then  be 
determined  for  each  selected  locality. 

4.  Make  Performance  Adjustments  of 
Target  Allocations. 

Upward  and  downward  adjustments 
for  the  formula  share  are  to  be  made 
based  on  Area  Office  review  of  relative 
local  standing  in  meeting  Section  312 
program  priority  objectives.  The  total  of 
upward  adjustments  must  be  offset  by 
the  total  of  downward  adjustments  so 
that  there  is  no  net  change  in  the  total 
amount  available  for  entitlement 
localities.  The  performance  adjustments 
provide  the  Department  with  a 


management  tool  to  support  localities 
that  are  performing  well,  including 
adherence  to  program  priority 
objectives,  and  to  penalize  localities  for 
poor  performance.  Adjustments  in  the 
level  of  funding  for  target  localities 
should  be  significant  enough  to  clearly 
indicate  to  participating  localities  the 
importance  of  adequately  carrying  out 
the  above  program  priority  objectives. 
The  procedures  and  steps  for 
adjustments  are  described  below.  Area 
Offices  are  required  to  make 
performance  adjustments  as  part  of  their 
management  of  HUD  sponsored, 
rehabilitation  programs. 

a.  Loan  Delinquency.  An  adjustment 
shall  be  made  by  Area  Offices  on  the 
basis  of  delinquency  rate  information  (to 
be  provided  by  the  Central  Office],  the 
willingness  and  ability  of  localities  to 
assist  the  Department  in  resolving 
Section  312  loans  that  have  become 
seriously  delinquent  and  returned  to  the 
Department  from  the  servicer  for  direct 
servicing  and  other  relevant  quantitative 
and  qualitative  information  available  to 
the  Area  Office. 

b.  Priority  for  Low-  and  Moderate- 
Income  Persons,  A  similar  dollar 
adjustment  shall  be  made  based  upon 
statistical  data  (to  be  provided  by  the 
Central  Office]  and  other  relevant 
information  available  to  the  Area  Office 
with  respect  to  local  adherence  to  the 
statutory  priority  for  loans  to  low-  and 
moderate-income  owner-occupants.  As 
with  the  performance  adjustments  for 
delinquency,  adjustments  in  meeting  the 
priority  for  low-  and  moderate-income 
owner-occupants  should  be  based  upon 
Area  Office  knowledge  as  to  the 
soundness  of  the  justification  for  the 
local  strategy  for  providing  Section  312 
assistance.  For  example,  if,  in  the 
opinion  of  the  Area  Office,  the  locality 
has  thoughtfully  established  a 
rehabilitation  assistance  strategy  which 
results  in  participation  by  a  lower 
percentage  of  low-  and  moderate- 
income  owners  than  the  national 
average,  a  reduction  may  not 
necessarily  be  justified.  Conversely,  a 
locality  which  has  an  overall  percentage 
which  is  good  many  have  issued  10 
percent  of  the  loan  funds  to  higher 
income  persons  without  adequate 
justification  and,  hence,  might  deserve  a 
reduction  in  Section  312  funding  for  the 
year.  Localities  will  have  funds  added  to 
or  subtracted  from  formula  shares  based 
on  compliance  with  this  program 
objective. 

c.  Quality  and  Efficiency  of  Local 
Rehabilitation  Management.  On  the 
basis  of  the  best  judgment  of  the  Area 
Office,  relying  particularly  on 
monitoring  reviews  of  Section  312  and 
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CDBG  rehabilitation  activities.  Area 
Offices  shall  make  additional 
adjustments  of  the  formula  share  based 
upon  the  relative  quality  and  efficiency 
of  local  rehabilitation  management.  The 
factors  to  be  taken  into  account  should 
include:  Quality  of  workmanship  in 
rehabilitation,  effective  use  of 
rehabilitation  as  a  community 
development  program  element, 
efficiency  in  management  and 
processing  of  rehabilitation  activities 
and  adherence  to  program  requirements 
and  procedures. 

While  it  is  not  necessary  that  the  total 
of  the  adjustments  for  each  factor 
described  above  net  to  zero,  the  total  of 
all  adjustments  for  CDBG  entitlement 
localities  should  net  to  zero. 

5.  Establish  Ceilings. 

As  was  also  done  in  FY  1979  and  FY 
1980  for  each  entitlement  locality,  the 
Area  Office  shall  determine  a  ceiling 
which  will  be  the  maximum  amount  of 
funds  which  the  locality  will  be 
permitted  to  use  should  funds  be 
available  through  reallocation  from 
other  localities^  other  Area  Offices,  or 
from  discretionary  funds.  The  ceiling 
will  be  between  110  percent  and  130 
percent  of  the  target  amount  and  will  be 
based  upon  the  Area  Office’s  judgment 
of  the  ability  of  the  locality  to  make 
effective  use  of  Section  312  funds  in  FY 
1981. 

6.  Determine  Amount  for  Small  City 
Comprehensive  Grantees. 

Because  of  the  smaller  amount  of 
funding  involved,  the  staggered  approval 
of  CDBG  comprehensive  small  city 
grants  and  the  variety  of  small  cities 
programs,  it  is  not  possible  to  design  a 
uniform,  national  system  as  explicitly  as 
was  done  above  for  CDBG  entitlement 
cities.  Each  Area  Office  must,  therefore, 
design  its  own  procedures,  adhering  as 
much  as  possible  to  the  following 
characteristics: 

a.  Appropriate  localities,  selected  by 
the  Area  Office,  which  are  already 
receiving  small  city  comprehensive 
grants  will  be  provided  their  target  and 
ceiling  figures  on  the  same  timing 
schedule  as  for  entitlement  cities.  That 
is,  for  FY  1981,  each  such  city  will  be 
informed  of  its  tentative  annual  target 
and  ceiling  prior  to  the  beginning  of  the 
fiscal  year. 

b.  Both  capacity  to  use  Section  312 
funds  and  need  for  such  funds  shall  be 
reflected  in  the  funding  decisions. 

c.  For  localities  continuing  to  receive 
small  cities  comprehensive  grants, 
adjustments  will  be  made  for 
performance  using  the  same  program 
priority  objectives  identified  above  as 
adjustment  criteria  for  CDBG 
entitlement  cities. 


d.  No  comprehensive  program  small 
city  shall  be  given  a  target  of  less  than 
$120,000  for  the  entire  fiscal  year. 

e.  The  ceiling  shall  be  between  110 
percent  and  130  percent  of  the  target 
amount  and  will  be  based  upon  the  Area 
OfBce’s  judgment  of  the  locality’s  ability 
to  make  effective  use  of  Section  312 
funds  in  FY  1981. 

Each  locality  receiving  a  target 
allocation  shall  develop  a  quarterly 
schedule  of  fund  use  with  the 
concurrence  of  the  Area  Office.  Each 
fund  use  schedule  should  normally 
provide  for  fund  use  spread  evenly, 
throughout  the  year.  Plans  which  project 
disproportionate  rates  of  obligations  late 
in  ^e  hscal  year  are  generally 
unacceptable  and  should  be  discouraged 
by  Area  Offices. 

Localities  are  hereby  notihed  that 
funds  may  be  reallocated  at  any  time  if, 
in  the  opinion  of  the  Area  Office,  funds 
are  not  being  committed  in  accordance 
with  the  previously  agreed-upon 
schedule.  Funds  recaptured  by  reduction 
of  target  allocations  may  be  used  to 
increase  the  fimds  allocated  to  other 
localities  up  to  the  ceilings  previously 
established  for  those  localities.  Funds 
that  have  been  recaptured  may  also  be 
used  to  increase  the  general 
discretionary  funds  available  to  the 
Area  Office.  Conversely,  funds  available 
for  general  discretionary  use  by  the 
Area  Office  may  also  be  used  to 
increase  local  target  allocations  for 
either  entitlement  localities  or  small 
cities  comprehensive  program  localities. 
Regional  Offices  will  continue  to  have 
the  authority  to  reallocate  funds  among 
Area  Offices  in  their  jurisdictions  when 
the  Area  or  Regional  Office  determines 
that  funds  are  not  being  utilized  by 
localities  according  to  their  quarterly 
use  schedules.  Furthermore. 
Headquarters  reserves  the  authority  to 
reassign  such  unutilized  funds  among 
Regional  Offices  as  determined  to  be 
appropriate. 

B.  Section  312  Multifamily  Loan 
Funds. 

The  allocation  system  described 
previously  in  this  Notice  for  allocation 
of  General  Use  funds  does  not  include 
funds  for  rehabilitating  multifamily 
properties.  For  assigning  Section  312 
funds  to  Area  Offices  for  the 
rehabilitation  of  multifamily  properties 
and  mixed-use  properties  containing 
five  or  more  residential  units,  the 
Department  will  generally  use  the  same 
type  of  formula  used  to  distribute 
General  Use  funds  to  Area  Offices. 
However,  the  third  factor  of  the 
formula — capacity  to  use  Section  312 
funds — would  include  only  multifamily 
loan  funds  obligated  in  the  last  two 
fiscal  years.  Area  Offices  with  localities 


participating  in  the  multifamily 
homesteading  demonstration  will 
receive  additional  multifamily,  funds 
commensurate  with  projected  demand. 

The  Department  does  not  require  Area 
Offices  to  provide  allocations  of 
multifamily  loan  fimds  to  cities  as  it 
does  for  the  General  Use  funds.  Area 
Offices  may:  (1)  choose  to  approve  loans 
for  multifamily  projects  based  on  an 
assessment  of  the  merits  of  individual 
projects,  rather  than  allocating  funds  to 
specific  localities;  (2)  allocate  a  specific 
set-aside  of  multifamily  loan  funds  to  a 
few  localities  based  on  projects 
identified  as  in  the  pipeline;  or  (3) 
allocate  a  portion  of  funds  to  a  few 
localities  that  the  Area  Office  thinks 
should  participate  that  have  experience 
in  multifamily  processing,  regardless  of 
whether  individual  projects  are  in  the 
pipeline. 

(Sec.  312,  United  States  Housing  Act  of  1964 
(42  U.S.C  14S2b),  and  sec.  7(d).  Department  of 
Housing  and  Urban  Development  Act  (42 
US.C.  3535(d)) 

Issued  at  Washington.  D.C..  November  18. 
1980. 

Robert  C.  Embry,  ]r. 

Assistant  Secretary  for  Community  Planning 
and  Development. 

(FR  Doc.  80-S8654  Sled  11-24-80  B:45ainl 
BILUNG  CODE  4210-01-M 


